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Money Market in May 


Although the rate charged by the New York City banks 
for call loans on Stock Exchange collateral was advanced 
on May 11 to 1 per cent, as compared with %4 per cent 
for several months previous and 4 per cent a year ago, 
a better reflection of current money market conditions 
appeared in the movement of yields on high grade bonds. 
The average yield on long term United States Govern- 
ment securities declined during May to a new low point 
for many years, and average yields on the highest grade 
corporation bonds also were at approximately the lowest 
levels in recent years. The rise in the rates charged on 
Stock Exchange demand and time loans was attributed, 
not to any general change in the money supply or in the 
demand for funds, but rather to special circumstances in 
the market for such loans. 

The continued strength in the market for highest grade 
securities reflected the continued pressure of funds 
seeking investment, but the irregularity of prices for 
lower grade securities, following a fairly substantial 
decline in such securities during March and April, indi- 
cated a continued preference on the part of investing 
institutions and large investors for high grade securities, 
despite the low yields obtainable on such investments and 
despite the improvement in the position of lower grade 
securities due to continued recovery in business volume 
and business profits. 

The market for new security issues also has reflected 
these same tendencies. High grade securities offering 
yields to maturity of 3.10 to 3.50 per cent have been 
quickly sold in large volume during the past two months, 
while the distribution of medium grade securities has 
proceeded somewhat more slowly and the market for 
such securities after they were issued has not shown as 
consistent strength as the market for new high grade 
securities. 

The volume of loans to security brokers and dealers by 
reporting member banks showed some reduction in May, 
following an increase in April. The April increase does 
not appear to have been due to an increase in margin 
accounts carried by security brokers, but apparently 
reflected partly additional borrowings by brokers in 
advance of the regulation of bank loans on securities 
under Regulation U, and in part an increase in borrow- 
ings by security dealers in connection with the unusually 
large volume of new security flotations during April, 
some of which remained undistributed at the end of that 
month. The May decrease in the volume of loans to 
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security brokers and dealers accompanied a lull in offer- 
ings of new securities, during which a large part of the 
securities carried over from April were distributed. In 
general the fluctuations in the volume of loans to security 
brokers and dealers since the beginning of 1936 appear 
to have been related more largely to new security issues, 
including Government issues, than to fluctuations in the 
volume of margin accounts. 


The total volume of loans and investments in weekly 
reporting member banks showed comparatively little 
change during the four weeks ended May 27. The reduc- 
tion in security loans was counterbalanced by an increase 
in other loans, which in the first part of May represented 
to some extent loans against gold engaged for shipment 
to this country from Europe, but which for the month as 
a whole appears to have represented more largely an 
increase in business borrowings. Holdings of Govern- 
ment securities by the reporting New York City banks 
showed a substantial increase during May accompanying 
increased offerings of Treasury bills, but investments in 
Government securities by reporting banks in other cities 
declined, and there was a reduction also in holdings of 
other securities by New York City banks due to the repay- 
ment of temporary borrowings by State and municipal 
governments. 

Excess reserves of member banks continued to increase 
during May, and near the end of the month were around 
$2,900,000,000, as compared with about $2,300,000,000 
in the latter part of March and a maximum of $3,300,- 
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000,000 in the early part of December 1935. The increase 
during May continued to be due in part to the expendi- 
ture of funds accumulated in Government deposits in 
Reserve Banks during the March tax period, but was also 
due in part to a renewed inflow of gold accompanying 
weakness in foreign gold currencies. Most of the increase 
appeared in the reserves of the principal New York 
City banks, due partly to gold imports and partly to 
an inflow of banking and commercial funds from other 
districts which more than offset Treasury withdrawals 
of funds from the New York market. 


Money Rates at New York 


May 31, 1935) April 30, 1096 May 29, 1936 


Stock Exchange call loans 1 


Stock Exchange 90 day loans 

Prime commercial paper—4 to 6 months) 

Bills—90 day unindorsed 

Customers’ rates on commercial loans! 
(Average rate of leading banks at 

middle of month) 

Treasury securities: 
Maturing December (yield)........ 
Maturing February 1938 (yield)... . 

Average yield on Treasury notes (1-5 
years) 

Average yield on Treasury bonds (more' 
than 5 years to earliest call date)... ‘| 

Average rate on latest Treasury bill 
sales 273 day issue 

Federal Reserve Bank of New York re- 
discount rate 

Federal Reserve Bank of New York buy- 
ing rate for 90 day indorsed bills... . 


* Nominal 
GovERNMENT SECURITIES 


Prices of United States Treasury bonds registered a 
general advance during May, reaching new high levels 
during the course of the month. At the opening of the 
month the average yield on Treasury bonds not due or 
callable within five years was 2.36 per cent, and after a 
slight advance in the opening days of the month began a 
gradual decline which accelerated in the week ended 
May 20 when the average yield reached 2.30 per cent. 
Subsequently price movements turned more irregular 
and the average yield rose to 2.32 per cent. Prices of 
Government securities of shorter maturities advanced 
less than Treasury bonds during the course of the month 
and the average yield on Treasury notes of one to five 
year maturity at the end of May was virtually unchanged 
from the end of April. The movement of average yields 
on Treasury bonds and notes during the past 214 years 
is shown in the accompanying diagram. 

On May 6 the Treasury instituted the practice of 
selling each week $50,000,000 more Treasury bills than 
matured, in furtherance of a desire to maintain its work- 
ing balance at a relatively high level in view of the 
probable demands for funds arising out of the cashing of 
veterans’ adjusted service bonds, which are to be issued on 
June 15. On each of the four weekly sales of Treasury 
bills during May, $50,000,000 was in the form of 273 day 
bills and $50,000,000 was in bills maturing December 15, 
1936. It was announced that the bills due on the Decem- 
ber tax date would not have any exchange privilege for 
new issues of securities floated on that date. Rates on 
Treasury bill financing showed an upward tendency 
during May, the May 27 issue of 273 day bills being sold 
at an average price yielding 0.20 per cent, as compared 
with 0.125 per cent on the issue dated May 6, and the 
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Average Yields on United States Secosumy Sent and Notes 
(Averages com: by Federal Reserve Bank of New York 
from all Treasury bonds not due or callable within 5 years 
and all Treasury notes maturing between 1 and 5 years) 
May 27 issue of bills due December 15 yielding 0.175 per 
cent, as against 0.123 per cent on the issue of May 6. The 
net result of Treasury bill financing during May was the 
raising of approximately $200,000,000 of new funds. 


Bits AND COMMERCIAL PAPER 

Activity in the bill market during May remained at the 
low level that has prevailed for some time past, and deal- 
ers’ buying and selling rates also were unchanged. A 
further decline of $15,000,000 reduced the volume of bills 
outstanding to $344,000,000 on April 30. Additional 
declines of $8,000,000 in domestic warehouse credits, 
$5,000,000 in export bills, and $2,000,000 in import 
acceptances accounted for the past month’s decrease. 
Accepting institutions held a total of $310,000,000 of 
bills on April 30, while all other holdings amounted to 
only $34,000,000. 

The demand for commercial paper continued active 
during May, according to dealers, but trading continued 
to be limited by the small supply obtainable. The average | 
run of prime four to six month commercial paper contin- 
ued to be sold at 34 per cent, and these sales were reported 
to represent the bulk of the business done. When avail- 
able, choice notes of four to six month maturity are sold 
at 5 per cent, and shorter maturities at 14 per cent. A 
total of $174,000,000 of paper outstanding was reported 
at the end of April, as against $180,000,000 at the end of 
March and $173,000,000 a year ago. 


New Financing 


New security flotations proceeded at a considerably 
less rapid rate in the first three weeks of May than in 
April, and during this period of retarded activity the’ 
distribution of the large volume of issues of previous 
weeks was largely completed. This absorption process 
was accompanied by rising market quotations for most 
of the recently floated issues, and toward the end off 
May the market was again in condition to handle readily 
a large volume of additional new financing. The amount 
of new security issues announced in the closing week of 
May rose to over $200,000,000, of which $65,000,000 
was placed privately, and the total of public offerings at 
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about $140,000,000 was considerably above the volume in 
the preceding weeks of the month. 

For the month of May as a whole, the total of public 
offerings and private placements of securities amounted 
to about $400,000,000, as compared with over $1,000,- 
000,000 for April. Security issues by all types of bor- 
rowers showed reductions in May. Most of the new 
financing continued to be for the purpose of refunding 
outstanding securities bearing higher rates of interest. 

The tendency toward a progressive reduction in the 
yields on new issues of highest grade securities carried 
somewhat further in May. For example, the $30,000,000 
publicly offered portion of the $85,000,000 Standard 
Oil Company (New Jersey) 3 per cent 25 year deben- 
ture issue which was priced at 98, yielded 3.11 per cent 
to maturity, a new low for industrial company financing. 
These securities advanced immediately to a premium of 
about 1 point over the issue price, reducing the yield to 
3.06 per cent. The $55,000,000 Brooklyn Edison Com- 
pany 314 per cent 30 year issue was priced to yield 3.17 
per cent to maturity, which is the same yield as obtained 
on a 30 year Pacific Telephone and Telegraph issue 
brought out in April. The Brooklyn Edison issue 
advanced to a premium of about 14 point over the offer- 
ing price and the yield was correspondingly reduced to 
3.14 per cent. Another high grade issue—$24,000,000 
Cincinnati Union Terminal Company 35 year 314 per 
eent bonds—which was floated early in the month at 


|. @ 10214, giving a yield of 3.37 per cent, advanced by the 
A @ end of May to about 106, reducing the yield to 3.20 per 
ls @ cent. Several medium grade issues offered during the 
al @ month were absorbed less rapidly than the high grade 
s, @ issues, but by the end of May the distribution of these 
rt |} issues also was reported to have been satisfactorily 
accomplished. 
. Business Profits 

Earnings statements of 254 industrial and mercantile 
ve ® concerns, whose quarterly reports are available back 
ed §} through 1930, showed first quarter net profits this year 
ge |) that were 49 per cent larger than a year ago. Profits 
in- |} remained 26 per cent less than in the first quarter of 
ed §§ 1930, however, and were much further below the 1929 


level. These companies, representing for the most part 
concerns whose securities are traded on organized 
exchanges, constitute the larger and more important 
corporations in the country and are only a small samp- 
ling of all corporations operating in the United States. 
Consequently, the indicated increases in profits show 
only broad tendencies, and cannot be construed as indi- 
cating the extent of improvement in earnings of all 
business, which ordinarily are less favorable than the 
earnings of leading companies. 

Better than average increases in profits resulted from 
operations of the automobile manufacturing, coal and 
coke, household equipment, machinery and tool, motion 
picture and amusement, oil, and steel company groups, 
and very large percentage increases were registered by 
the building supply and railroad equipment companies, 
reflecting the very low level of 1935 profits in these 
groups. The automobile parts and accessories group, 
however, had slightly smaller profits in 1936 than in 
the preceding year, following a large increase in 1935, 
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“3 
and profits for the clothing and textile group also were 
smaller than in 1935. None of the groups of companies 
listed in the accompanying table showed a combined 
deficit in the first quarter of either 1935 or 1936. 

With respect to individual companies, the number 
reporting deficits in the first quarter was reduced to 15 
per cent of the total in 1936 from 28 per cent in 1935. 
Approximately 52 per cent of the companies reported 
an increase in profits and an additional 22 per cent 
showed decreased deficits or some profit in 1936 against 
a deficit in 1935, while the remaining 26 per cent of all 
companies did less well than a year ago. 

The Class I railroads as a group again reported a 
deficit after payment of fixed charges, but the deficit 
was less than two-thirds as large as in the first quarter 
of 1935 and was less than one-third as large as in 1933; 
it was, however, nearly twice as large as the deficit in 
the first quarter of 1934. Net income of public utility 
companies, other than telephone companies, was about 
14 per cent larger than in 1935, but remained 26 per 
cent less than in 1930. 


(Net profits in millions of dollars) 
Corporation group Cos.}| 1930 1933 | 1934 1935 1936 

10} 52.8} — 1.5) 29.2 66.0 

Automobile parts and accessories 
14.1] — 5.3) 8.0 13.8 
Building supplies.............. — 3.3) —0.6 1.1 
Chemicals and drugs........... 19} 36. 11. 24.8 33.2 
Clothing and textiles........... 0. 0. 0.9 0.4 
7 1.6) — 1. 1.4 1.6 
1.44 — 1. —0.4 0.7 
Electrical equipment........... 6 19.8} — 2. 3.8 12.6 
Food and food products........ 36. 17. 25.5 23.4 
Household equipment.......... 1 2.3} — 1. 0.7 2.4 
1 7.3] — 3. 0.9 5.0 

and mining 
coal and coke)......... — nt 11 10. 0. 9. 5 12.7 
Motion pictures and amusements} 4 4.7] — 0. 1.3 i 2.4 
Office equipment. ............. 4. 2. 3.4 

r and paper products...... — 0. ¥ 

Printing and publishing ERE 8. 0. 1.5 , 2.6 
Rail: equipment............ 11.44 — 2. —1.0 5 1.8 
59.5) —35. —9.2 8.3 
6 0. 0.5 0.6 
i Mectcenevedéceces 31 6.8} — 1. 7.0 . 12.4 
Total, 31 Groupe. 254) 302.3) —53. 114.6} 149.8 223.4 
Class I Railroads, Net income...| 144) * —94.9} —14.3| —43.4) —27.9 

Other public utilities (except tele- 
phone cos.) Net income...... 54) 69.2) 44.6) 45.9) 44.7 51.0 


—Deficit. * Not available 
Security Markets 


Following the substantial decline in April, stock 
prices fluctuated irregularly in May. Concurrently, the 
volume of trading shrank to small proportions and on 
most days of the month the turnover on the New York 
Stock Exchange was considerably less than one million 
shares. Notwithstanding the irregular movements, how- 
ever, stock prices had some measure of recovery and a 
representative average of general stock prices regained 
slightly more than one-third of the April decline. Indus- 
trial shares recovered in May approximately one-third 
of their April losses, while railroad and public utility 
stocks regained somewhat more than one-third. 

Corporation bond prices showed a gradually rising 
tendency in May although there was some irregularity 
comparable with that in stock prices, especially in the 
lower grade issues. High grade corporate issues 
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advanced to levels above their April peaks and thereby 
established new highs for many years. Medium grade 
issues showed a net recovery of about 1 point in May, 
but remained about 1 point below their April highs 
and about 3 points below this year’s peak which occurred 
in February. 


Central Bank Rate Changes 


Due to a renewed outflow of funds and an accompany- 
ing gold export movement, the discount rate of the 
Bank of France was raised from 5 to 6 per cent effective 
May 7, or back to the level at which it had prevailed 
between November 26 and December 31, 1935. The 
Bank of the Netherlands also advanced its rate on May 
30 to 314 per cent from the 2144 per cent rate which had 
been in effect since February 4. 

On May 18 the Bank of Italy lowered its rate from 5 
to 414 per cent. The Bank of Portugal reduced its rate 
from 5 to 41% per cent as of May 6. 


Balance of Payments of the United States 


The factors underlying the unprecedented movement 
of gold to this country during 1935, which amounted 
to over $1,700,000,000, are reflected in the balance of 
payments estimates recently issued by the Department 
of Commerce. It appears that the movement was not 
attributable in any substantial degree to a surplus of 
receipts over payments in connection with current 
international transactions in merchandise, services, and 
interest payments. According to the estimates pre- 
sented in the acedmpanying table, the net amount due 
to this country on current transactions as a whole de- 
clined to $147,000,000 in 1935 from $466,000,000 in the 
previous year, owing chiefly to a sharp decrease in the 
surplus of merchandise exports. Exports of farm prod- 
ucts were considerably reduced during 1935, and this 
decrease served to offset most of the expansion in foreign 
purchases of American industrial goods, with the result 
that total export trade increased only $150,000,000, or 
7 per cent, from 1934 to 1935, while merchandise im- 
ports increased nearly $400,000,000, or 24 per cent, 
both because of domestic agricultural conditions and 
because of the expansion in industrial requirements for 
imported raw materials. In addition, a considerable in- 
crease occurred in the expenditures of American trav- 
elers abroad, and the excess of income received from 
American investments in foreign countries over pay- 
ments to foreigners on their investments here showed 
an estimated decrease of $41,000,000. 

The net amount due this country on current transac- 
tions was less than half as large as American payments 
for silver purchased abroad, net silver imports during 
1935 amounting to $336,000,000. Since the surplus of 
receipts on current account was more than offset by pay- 
ments to foreign countries for silver bought abroad under 
the terms of the Silver Purchase Act, the balance of 
payments, apart from international capital movements, 
provided no explanation of the record gold inflow of 1935. 

The inward movement of capital to this country, 
which was chiefly responsible for the heavy gold inflow, 
was the result of several distinct influences, including a 
continuation of the previous year’s return flow to this 


country of funds which had been transferred abroad 
prior to 1934, substantial movements of foreign balances 
to the United States due to recurrent crises in the gold 
bloc countries and to political tension related to the 
hostilities in East Africa, and heavy foreign purchases 
of American securities in the second half of the year. 
Altogether there was a recorded inward movement of 
capital during 1935 of $1,526,000,000, of which $442. 
000,000 consisted of net foreign purchases of securities 
from Americans, while most of the remainder took the 

form of an inflow of short term funds. 


Net figures in millions of dollars 
(+represents cash claims against foreigners; — represents cash claims against U. 8.) 


rrent Account 


Tourist expenditures 

Immigrant remittances and charitable 
contributions 

Income from foreign investments 

r current items 


. Capital Account 
hort term banking funds 
Security transactions . 
Currency shipments and receipts 
her reported capital movements 


Balance on capital account 
. Silver (net imports) 


Foreign Exchanges 


Immediately prior to the final voting in the French 
general elections on Sunday, May 3, the outward move- 
ment of capital from France reached large proportions, 
and the rate of outflow was further accelerated after 
the election results had become known. As a result, an 
extremely heavy outflow of gold from France occurred 
for the third time in a year, and the Bank of France 
reported a gold loss of $293,000,000 between April 24 § 
and May 15. The recurrent crises in French exchange 
since the devaluation of the belga at the end of March 
1935 have led to an aggregate gold loss of about 
$1,700,000,000. 

The franc-dollar rate on May 1 receded to the effective 
gold export point from Paris of about $0.06583, and 
remained at this level until May 11, during which period 
over $100,000,000 of gold was engaged for shipment from 
France to this country. While these shipments auto- 
matically checked the downward tendency of the france 
against the dollar, the extent of the franc’s decline in 
terms of sterling depended upon the readiness of the 
British authorities to intervene. French capital was ” 
transferred principally to London rather than to New; 
York during this period, and purchases of gold in France | 
by the British Exchange Equalization Account evidently 
offset only in part the effect of the heavy demand for 
sterling. Consequently, the pound rose from 75.00 francs 
per pound at the end of April to a high of 75.68 franes 
per pound on May 8. Gold shipments from Paris to New 
York apparently reflected largely a means by which the 
transfer of French capital to London was effected, as 
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there was no evidence of a corresponding increase in 
French balances in New York. Purchases of sterling 
with the dollar proceeds of these gold shipments, how- 
ever, resulted in an advance in the pound at New York 
from $4.93 13/16 to $4.9914, and this advance induced 
other holders of London funds to convert them into 
dollar balances. Thus, the heavy gold movement from 
France to this country had its principal counterpart in 
an increase in foreign balances here other than French 
balances. 

Following the heavy outward movement of funds 
from France during the first ten days of May, the 
movement fell off abruptly during the succeeding few 
days. The frane recovered in this market to a high of 
$0.06603g during the course of trading on May 14, and 
strengthened in terms of sterling to 75.14 frane= per 
pound. The gold movement from France to the United 
States was suspended during this period. The partial 
recovery of the frane appeared to be due to the failure 
of various market rumors to materialize and to the cost, 
risk, and difficulty of effecting new speculative exchange 
transactions and renewing maturing speculative positions. 

French exchange showed renewed weakness during 
the second half of May, but the outward movement of 
funds appeared to be very much smaller than in the 
early part of the month. The franc-dollar rate reached 
its effective lower gold point and the gold movement from 
Paris to New York was resumed on May 20, and an addi- 
tional $40,000,000 of gold was engaged in Paris for ship- 
ment here between May 20 and May 29. The British 
Exchange Equalization Account apparently intervened 
only occasionally, and the London-Paris rate advanced 
to 75.96 franes per pound on May 29. The pound-dollar 
rate reached $4.997%. 

The weakness of French exchange was communicated 
in part to both the Swiss frane and the guilder, both 
currencies being quoted in this market during much of 
the month at or below their lower gold points. Gold 
engagements in Amsterdam for shipment to New York 
amounted to $28,000,000 during May. 


Closing Cable Rates at New York 


Exchange on May 31, 1935 | April 30, 1936 | May 29, 1936 

$ .1713 $ .1691 $ .1692 
-2201 -2206 
SR 4.9350 4.9381 4.9950 
-06593 .06584 

.4045 -4021 4024 
.6742 -6786 8752 
-0822 .0788 -0786 
1366 - 1365 1365 
-2544 -2548 -2577 
.3229 .3247 .3230 
.3289 .3292 .3330 
-0857 .0859 .0859 
.8000 -8000 . 8000 
.3747 .3735 .3774 
.4213 2988 -2988 


Gold Movement 


During the last week of April gold movements to the 
United States from Europe were resumed on a large 
scale and a total of $163,500,000 was received during the 
month of May. 

Of this amount, $131,800,000 from France, $9,900,000 
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from India, $8,700,000 from Holland, $3,400,000 from 
Mexico, $3,300,000 from England, $2,100,000 from 
Colombia, $1,300,000 from Canada, and $400,000 from 
Russia were received at New York. On the West Coast, 
$1,600,000 was received from Australia and $700,000 
from China. Receipts of newly mined domestic and scrap 
gold continued in about the usual volume, but there was 
a net increase of $3,200,000 in gold held under earmark 
for foreign account at this bank. 

As a net result of these transactions, the monetary 
gold stock of the country was increased by about $175,- 
000,000, the largest monthly increase since the end of 
last year. 


Production 


From data so far available, it appears that the volume 
of industrial production during May remained near 
the high level of the preceding month. Steel mill activ- 
ity reached a spring high point at the beginning of 
May, with production in the neighborhood of 70 per 
cent of capacity, and while operations declined slowly 
during the course of the month, the operating ratio 
was only two or three points lower at the end of May 
than at the beginning. Demand for steel for railroads, 
pipe lines, and construction projects was effective in 
maintaining production in the face of some curtailment 
of orders from automobile manufacturers. Automobile 
assembly operations were slowed somewhat during May, 
but total output was probably close to that of April. 
Owing partly to demand for industrial fabrics, cotton 
mill activity displayed no pronounced downward ten- 
dency from the high level of preceding months, although 
production of other fabrics was reported to have con- 
tinued to exceed sales. During the first half of the 
month, an advance occurred in electric power produc- 
tion, but bituminous coal output was somewhat lower. 

The seasonally adjusted index of industrial produc- 
tion of the Board of Governors of the Federal Reserve 
System advanced 7 points during April to 100 per cent 
of the 1923-25 average, representing widespread gains 
in industrial operations. The daily rate of steel pro- 
duction rose 18 per cent, and the average mill operating | 
ratio for the month, 69 per cent of capacity, was the 
highest in nearly six years, and was ten points above the 
highest monthly rate of production reached since June 
1930. The stimulating effect of spring weather on auto- 
mobile sales was reflected in a further acceleration of 
activity in automobile plants, and production of passen- 
ger cars was the largest for any April with the single 
exception of April 1929, while output of trucks exceeded 
that of any previous April. Activity at cotton mills also 
rose, contrary to earlier reports, and reached a level that 
has been exceeded only in the brief spurt of the summer 
of 1933 during the past six years. Electric power pro- 
duction gained during the month, although there is usu- 
ally a decline, and bituminous coal output, which also 
tends to decrease in April, remained unchanged. Domes- 
tie orders received by machine tool manufacturers rose to 
the highest level since 1929. Lead refining and zine 
smelting also expanded, and increased building opera- 
tions led to a larger than usual rise in cement produc- 
tion. On the other hand, wheat flour production was 
reduced somewhat, and meat packing plants continued 
to operate on a restricted basis. 
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1935 1936 
April Feb. Mar April 
66 
Teer 107 107 102 
Fuels 
64 92 77 89p 
OL 83 121 53 78p 
» 000000 68 70 71 70p 
Petroleum 63 69 68 
72r 76r 75p 77p 
Textiles and Leather Products 
Cotton consumption. ..............+-+ 75 86 84 92 
59 53 55 56 
Rayon deliveries*.................0055 73 106 91 94p 
06K 106 106 100p 98p 
Foods and Tobacco Products 
73 76 86 83 
83 92 89 83 
Refined sugar deliveries. .............. 104 81 112 84p 
Tobacco 85 88 87 90 
Miscellaneous 
43 40 49 58 
Newsprint paper. 67 71 72 70p 
p Preliminary r Revised * For quarter ended 
Building 


A continued expansion of spring activity in building 
construction during April was evidenced by a further 
increase of 18 per cent in the figures for total awards of 
building and engineering contracts in the 37 States 
covered by the F. W. Dodge Corporation reports. With 
the single exception of December 1935, when the publicly 
financed contracts were in large volume, the April total 
exceeded that of any month since October 1931, and was 
nearly 90 per cent above that of April 1935, although it 
remained far below predepression levels. Residential 
building contracts placed in April advanced 22 per cent 
over March to the highest level since June 1931. The most 
pronounced gain in contract awards, however, was shown 
in commercial and factory building which increased 
nearly 40 per cent over the preceding month, and was 
132 per cent above April 1935. As the accompanying dia- 
gram indicates, commercial and factory building was at 
an unusually low ebb from 1932 through 1935, but the 
improvement so far in 1936 has brought this type of con- 
struction to the highest point since October 1931. The 
diagram also indicates the course of other nonresidential 
building exclusive of heavy engineering work. This clas- 
sification includes construction of buildings which are 
largely public or institutional in nature, such as schools, 
churches, hospitals, and public buildings. Contracts for 
this type of building reached an unusually high point in 
December 1935, due to a concentration in the placing of 
contracts for projects financed in whole or part by the 
Federal Government, but subsequently have fallen off 
considerably. 

In New York and Northern New Jersey the spring 
advance in building was less pronounced than in other 
areas, the April increase over March in total contracts 
awarded amounting to only 5 per cent, but contracts 
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were 63 per cent higher than in April 1935. A gain of 
nearly 40 per cent in contracts for nonresidential build- 
ing other than heavy engineering projects from March 
to April was offset by a decrease of over 20 per cent in 
contracts for public works and utilities, and residential 
awards were only 4 per cent above the volume in March. 
Data for the first half of May indicate a slackening in 
building activity, as the daily average volume of con- 
tracts declined 11 per cent from the April level. The 
decline was confined to the heavy engineering and other 
nonresidential classifications; residential contracts ad- 
vanced contrary to the usual seasonal movement. 


Employment and Payrolls 


Factory employment in New York State was some- 
what higher at the middle of April than at the middle 
of March although the usual seasonal tendency in this 
State is slightly downward at that time of year, and con- 
sequently this bank’s adjusted index of employment 
advanced about 1 per cent. Factory payrolls, on the other 
hand, declined slightly in accordance with the usual 
seasonal tendency. Pronounced gains in the number 
of workers engaged in the building material industries 
and smaller increases in the metals and machinery groups 
were offset to some extent by declines in the clothing, 
textile, and food industries. Employment in the build- | 
ing construction industry advanced 33 per cent and 
payrolls rose 36 per cent between March and April, the 
gain being more pronounced in up-State districts than 
in Metropolitan New York. 

For the country as a whole more than a quarter of a 
million workers were returned to private employment 
in industries covered by reports to the Department of © 
Labor from the middle of March to the middle of April, 
and there undoubtedly were substantial gains in other 
activities such as agriculture. Employment gains were 
more pronounced in the nonmanufacturing industries 
than in factories where the rise in the aggregate was 
no more than seasonal. Factory payrolls, however, rose 
considerably more than is customary at this time of the 
year to the highest point since November 1930. Employ- 
ment in the iron and steel, machinery, automobile, and 
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building material industries increased more than usu- 
ally, and employment at rubber plants increased sharply 
following the settlement of labor disputes at Akron. 
The number of workers at textile, leather, chemical, and 
tobacco plants, however, was lower than in the preceding 
month. 

The gain in employment during April in nonmanufac- 
turing industries covered by the Department of Labor 
reports is estimated at 175,000 workers, 14 of the 16 
groups reporting increases from mid-March to mid- 
April, while the declines in the two remaining groups, 
anthracite and bituminous coal mining, were largely 
seasonal in nature. At the middle of April employment 
in private building construction was more than 15 per 
cent above that a month earlier and nearly 20 per cent 
higher than a year ago. 

Public employment decreased somewhat from the 
middle of March to the middle of April. A reduction 
of approximately 115,000 persons on the various work 
programs financed under the Emergency Relief Act of 
1935 was offset in part by an increase in the number of 
workers on Public Works Administration projects and 
a gain in enrollment at Civilian Conservation Camps. 


Commodity Prices 


The general level of wholesale prices of principal com- 
modities, as measured by the Bureau of Labor Statis- 
tics index based on 784 commodity quotations, receded 
11% points during the three weeks ended May 16 to 
78.1 per cent of the 1926 average, the lowest level since 
the beginning of 1935. This decline reflected chiefly 


downward movements in the farm products and whole- 
sale food groups, both of which receded by more than the 
April advance and reached levels about 10 per cent 
below the highest for the year. The composite index, 
however, rose slightly during the week ended May 23, 
as a result of a moderate advance in the farm products 
group. All other commodities in the aggregate tended 
somewhat lower during May, as declines in the hides 
and leather products, textile products, and fuel and 
lighting material groups were only partially offset by an 
advance in the miscellaneous group of commodities. 
Several rather sizable declines occurred in the prices 
of individual commodities during May. Following 
reports of heavy rains in many areas which were suffer- 
ing from drought, wheat prices declined sharply in the 
first part of the month, the cash quotation for the Num- 
ber 1 grade at Minneapolis decreasing 121% cents to 
$1.0914 cents a bushel, the lowest since last July. On 
May 11 the Government crop report on conditions as of 
May 1 was released, estimating this year’s winter wheat 
production at 463,708,000 bushels, a figure almost 
30,000,000 bushels below the April 1 estimate, and con- 
siderably lower than the May 1 private estimates issued 
earlier in the month. No material advance in wheat 
prices occurred following the issuance of the report, 
however, since the effect of the smaller crop estimate 
was mitigated to a large extent by the favorable weather 
conditions prevailing since May 1. The cash quotation 
at Minneapolis closed the month at $1.141%4 cents a 
bushel, 714 cents below a month earlier. Livestock prices 
continued to decline during the first half of May, reflect- 
ing primarily the seasonal increase in market supplies, 


and despite a moderate recovery in the remainder of the 
month, the average price of hogs showed a net loss of 
39 cents a hundredweight, while the average price of 
steers closed the month 50 cents lower than a month ago. 
Among the other important farm products, cash corn 
receded somewhat, while spot cotton rose sufficiently 
to cancel the previous month’s slight decline. 

The most pronounced decline during the month oc- 
curred in the price of raw silk, which receded 17 cents 
further to $1.5114 a pound, a level 55 cents lower than 
at the first of the year. A sizable decline also was shown 
in scrap steel prices during May; the price at Pitts- 
burgh receded $1.50 to $14.25 a ton, the level prevailing 
at the beginning of the year, and similar losses occurred 
in other scrap steel markets. -An advance of $2.00 a 
ton on virtually all finished and semi-finished steel pro- 
ducts for the third quarter deliveries was announced late 
in May by several of the steel producers, however. The 
price of tin moved somewhat lower during May, and 
the spot quotation for silver at New York showed no 
net change for the month. 


Foreign Trade 


During April this country’s foreign merchandise 
trade showed a substantially larger increase over a year 
ago than in the previous month. Exports valued at 
$193,000,000 and imports at $202,000,000 were 18 and 19 
per cent, respectively, larger than in April 1935. Com- 
pared with the preceding month, exports declined slightly 
while imports increased, somewhat in accordance with the 
normal seasonal changes, and for the third consecutive 
month an import balance occurred. 

Exports of most manufactured products during April 
continued to show large increases over a year ago. Ship- 
ments abroad of passenger automobiles and motor trucks 
were nearly double the number of April 1935, and were 
larger than in the corresponding month of any year since 
1929, although their value showed only a small increase 
over a year ago owing to an increased proportion of lower 
priced automobiles exported. Other finished American 
products which evidenced increased foreign demand over 
a year ago included fertilizers, agricultural and indus- 
trial machinery, iron and steel manufactures, gasoline, 
and wood and paper products. Unmanufactured tobacco, 
raw cotton, and fruits and nuts were likewise exported in 
considerably larger volume than a year ago. Exports of 
meat products and grains, however, remained extremely 
small, and on the whole were less than in April 1935. 
Copper exports were about one-third less than a year ago, 
and the volume of crude petroleum shipped abroad was 
slightly smaller. 

Among the imports into this country during April, the 
majority of individual commodities showed gains com- 
pared with a year ago. Large increases in quantity and 
value occurred in receipts of sugar, especially from the 
Philippine Islands. Wool imports increased about 55 per 
cent in quantity and were nearly two and a half times 
their April 1935 value. Receipts of crude rubber showed 
gains of 11 per cent in volume and 38 per cent in value. 
Imports of coffee, aleoholie beverages, and meat products 
likewise increased, while receipts of dairy products, 
grains, and fruits were reduced from the unusually large 
amounts of last year. Receipts of raw silk were smaller 
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in quantity although larger in value, than a year ago, 
due to a considerable increase in the price of silk. Burlap 
imports, however, were reduced about 25 per cent com- 
pared with April 1935. Imports of copper and tin re- 
mained smaller than a year ago, but receipts of nickel 
continued to show large increases. 


Indexes of Business Activity 


Judging from statistical data thus far available, the 
distribution of goods expanded during the first three 
weeks of May. Reports to the Department of Commerce 
from 34 cities throughout the country indicate that 
retail trade was generally on a higher level than in the 
preceding month and that gains were made also in most 
lines of wholesale trade. Sales at department stores in 
the New York Metropolitan area continued during the 
first half of May at about the level prevailing in April 
although the movement is usually downward at this time 
of year. Railroad shipments of merchandise and miscel- 
laneous freight were maintained at approximately the 
rate reached in the latter part of April, while bulk 
freight car loadings gained more than seasonally owing 
to sizable increases in shipments of ore and forest 
products. 


(Adjusted for seasonal variations, for usual to year growth, 
and where necessary for price changes) 


1935 1936 
April Feb. Mar. April 
Car loadings, merchandise and misc.... . 61 62 65 66 
Car loadings, other. ........cccccccees 57 76 59 67 
47 50 52 53p 
68 73 76 72p 
Distribution to Consumer... 
Department store sales, U. S........... 71 75 78 77 
Department store sales, 2nd Dist....... 68 69 75 72 
Chale Grocery Gales... 60 62 61 61 
Other chain store sales................ 79 83 81 85 
Mail order house sales................. 79 70 95 84 
ew nger car registrations........ p p 
General Business Activi 
Bank debits, outside New York City.... 64 63 66 66p 
Bank debits, New York Cityr.......... 44r 42r 45r 4lp 
demand deposits, outside New 
elocity o! eposi ew Yor 
48 42 43 
New life insurance sales............... 53 49 49 49 
Factory employment, United States..... 83 85 85 85p 
6:0 000.0605 45 32 35 33p 
Duliding comtracts. 25 42 4lp 46p 
New corporations formed in N. Y. State. 54 54 54 53 
Real estate transfers................+. 43 47 44 44p 
mposite index of wages*............ 
p Preliminary r Revised * 1913 average=100 


Department Store Trade 


During the first half of May, sales of the reporting 
department stores in the Metropolitan area of New York 
were 10.9 per cent higher than in the corresponding 
period a year ago, and were at approximately the same 
level as in April, whereas the usual seasonal movement 
is downward. 

In April total sales of the reporting department stores 
in this district were 6.4 per cent higher than last year, 
a smaller percentage increase than in the previous three 
months. The New York, Northern New, Jersey, and 
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Syracuse department stores reported the smallest gains 
in sales in several months, and the Northern New York 
State, Southern New York State, and Westchester and 
Stamford stores recorded smaller sales this year than 
last. The Buffalo, Rochester, Bridgeport, Capital Dis. 
trict, and Hudson River Valley District stores, on the 
other hand, registered larger advances in sales than in 
the previous month. Sales of the leading apparel stores 
in this district were 12.7 per cent higher than last year, 
but that represents the smallest gain since December. 


Per cent of 
Percentage accounts 
change outstanding 
April 1936 March 31 
compared wit collected in 
April 1935 April 
Locality 
Stock on 
Net {hand end 
sales jof month} 1935 1936 
+6.1|/—0.8] 48.5 49.0 
+93) + 9.4 45.3 48.0 
+10.1 | — 5.2] 36.8 40.0 
orthern New Jersey. + 5.4] 41.1 42.3 
Southern New York State............. 
All department stores............... +0.2] 44.8 46.0 
+12.7 | +10.8] 43.2 45.0 


Wholesale Trade 


Total April sales of the reporting wholesale firms in 
this district averaged 3.2 per cent higher than a year 
ago, the smallest increase since last June. Smaller! 
increases than in the preceding month occurred in sales 
of drug, paper, diamond, and jewelry firms, and sizable 
declines from a year ago were reported by the shoe and 
men’s clothing concerns. More favorable comparisons 
than in March were reported by the remaining whole- 
sale lines, however. Sales of groceries and cotton goods 
and yardage sales of silk goods showed the largest 
increases over a year ago in six to nine months, and 
hardware sales were above a year ago by the largest 
percentage since January 1935. 


Per cent of 
Percentage accounts 
change outstanding 
April 1936 March 31 
compared with collected in 
pril 1 Apri 
Commodity 
Stock 
Net end of 

month 1935 1936 
+ 7.4 | —13.4] 94.1 95.7 
Rayon and silk goods. 59.3 61.4 
—14.8 | ...... 49.1 47.2 
+ 8.2 | +19.4] 27.0 36.4 
+ 6.7 | —25.5 25.7 20.7 

+33.9 |+100.8 


* Quantity figures rted by the National Federation of Textiles, Incorporated 
not inciaded in weighted average for total wholesale teade. 


